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SUBJECT: ADB CAPITAL INCREASE 

REF: A) MANILA 3342; B) TRSY 75-84; C) SIMON LTR 
OF 23 APRIL, 1975 

SUMMARY: ADB BD OF DIRECTORS ACCEPTED U.S. PARTIAL 
SUBSCRIPTION TO CAPITAL INCREASE AND APPROVED FURTHER 
EXTENSION OF TIME FOR SUBSCRIPTION. SEVERAL 
DIRECTORS EXPRESSED CONCERN ABOUT POSSIBLE ADVERSE 
IMPACT ON BANK'S BORROWING CAPACITY THROUGH 
NON-APPROPRIATION OF CALLABLE CAPITAL PORTION. END 
SUMMARY. 

1. ADB BOARD OF DIRECTORS ON JUNE 26 VOTED TO ACCEPT 
U.S. PARTIAL SUBSCRIPTION AND FURTHER EXTENSION OF TIME 
FOR SUBSCRIPTION PER ADB DOC. R-47-75 (REF A REFERS). 

2. DURING BD DISCUSSION, SEVERAL DIRECTORS EXPRESSED 
CONCERN ABOUT POSSIBLE ADVERSE EFFECT ON BANK'S 
BORROWING CAPACTIY AS RESULT USG NOT APPROPRIATING 
CALLABLE CAPITAL PROTION. 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
PAGE 02 MANILA 08856 271046Z 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


3. IN RESPONSE, PRESIDENT NOTED AND SEVERAL DIRECTORS 
ACKNOWLEDGED WITH APPRECIATION, ASSURANCES PROVIDED 
BY USG, PARTICULARLY SECSIMON LTR OF 23 APRIL, THAT 
CALLABLE PROTION OF U.S. CONTRIBUTION HAS STATUS OF 
OBLIGATIONS BACKED BY QUOTE FULL FAITH AND CREDIT 
UNQUOTE OF U.S. 

4. PRIOR TO BD DISCUSSION, SEVERAL DIRECTORS (NOTABLY 
JAPANESE AND AUSTRALIAN) HAD COMMUNICATED WITH 
U.S. DIRECTOR AND ADB PRESIDENT, SEEKING LEGAL INTER 
PRETATION; IMPLICATIONS FOR ADB BORROWING OF UNAPPROPRI 
ATED U.S. CALLABLE CAPITAL. AUSTRALIAN DIRECTOR'S 

MEMO TO PRESIDENT EXPRESSED CONCERN HIS GOVT. AT POSSIBLE 
IMPACT QUOTE ON THE SCOPE AND COST OF THE BANK'S 
BORROWING PROGRAMME UNQUOTE AND NOTED AUSTRALIAN GOVT. 
VIEW THAT BANK SHOULD ACCEPT U.S. SUBSCRIPTION QUOTE 
SUBJECT TO THE EARLIEST ENDEAVERS BY THE U.S. ADMINI 
STRATION TO OBTAIN THE NECESSARY APPROPRIATION FOR THE 
CALLABLE PORTION OF THE SUBSCRIPTION UNQUOTE. 

5. LEGAL QUESTIONS RAISED BY THE JAPANESE DIRECTOR 
WERE RESPONDED TO WITH INFO PROVIDED REF B. 

6. DURING BD DISCUSSION GENERAL COUNSEL STATED THAT 
IF BOARD ACCEPTED CONTRIBUTION THIS DATE, U.S. 

SUBSCRIPTION WOULD BECOME EFFECTIVE IMMEDIATELY UPON 
NOTIFICATION TO THE U.S. OF AFFIRMATIVE BANK ACTION. 

GENERAL COUNSEL ADDED THAT WITH RESPECT TO QUESTION 
REGARDING FURTHER EXTENSION TO END OF 1975 FOR ADDITIONAL 
CONTRIBUTION, THAT THERE WAS NO REPEAT NO REQUIREMENT 
FOR BD OF GOVERNORS VOTE TO DECIDE UPON THIS BEFORE 

30 JUNE, 1975. 

7. BD THEN VOTED APPROVAL OF SUBJECT INCREASE AND 
LATER PRESIDENT TRANSMITTED FOLLOWING LTR TO U.S. 

DIRECTOR DATED 26 JUNE, 1975. 

8. QUOTE. DEAR MR.BEACH, I REFER TO THE LETTER FROM 
SECRETARY SIMON DATED 23 APRIL 1975 WHEREBY, SUBJECT 
TO BANK APPROVAL, THE UNITED STATES SUBSCRIBED TO 
LIMITED OFFICIAL USE 
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2.000 ADDITIONAL SHARES OF THE AUTHORIZED PAID-IN 
CAPITAL STOCK OF THE BANK AND TO 8,000 SHARES OF THE 
AUTHORIZED CALLABLE CAPITAL STOCK OF THE BANK. 

9. 1 AM PLEASED TO CONFIRM THAT THE BANK ACCEPTS THIS 
SUBSCRIPTION BY THE UNITED STATES, WHICH WILL 
ACCORDINGLY TAKE EFFECT AS OF THE DATE OF THIS LETTER. 
WOULD YOU PLEASE CONVEY THIS INFORMATION TO THE 
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GOVERNMENT OF THE UNITED STATES. YOURS SINCERELY, 

SHIRO INOUE, PRESIDENT. END QUOTE. 

10. GENERAL COUNSEL HAS INDICATED MAIL VOTE OF BD 
OF GOVERNORS ON TIME EXTENSION WOULD HAVE 28 DAY 
SUSPENSE DATE. 

PURNELL 
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